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KEY ECONOMIC INDICATORS 
($US millions on fiscal year basis unless otherwise indicated) 


1988 1989(e 1990(e 1991 
Population (millions) 6.9 Fes Fee 


Population Growth (%) 3.0 2.9 2.9 
Per Capita GDP ($U.S.) 652 700 


DOMESTIC ECONOMY 
Nominal GDP (billions of $US) 
Real GDP (% change) 
GDP Deflator (% change) 
Consumer Price Index (% change) 


PRODUCTION AND EMPLOYMENT 
Labor Force (millions) 
Government Operations Surplus/Deficit 
as %* of nominal GDP (cash basis) 


BALANCE OF PAYMENTS 

Exports (fob) 

Fish Products 177 

Phosphate Products 150 

Peanut Products 118 
Imports (fob) 1,004 
Merchandise Trade Balance -255 
Foreign Debt 3,768 
Debt Service Paid (after rescheduling) 310 
Debt Service Owed (before rescheduling) 483 
Debt Service Ratio (percent) 24 
Average Exchange Rate (#CFA=1$US) (FY) 292 


FOREIGN INVESTMENT 
U.S. Direct Investment 29 


U.S. MERCHANDISE TRADE 
U.S. Exports to Senegal (fas) (CY) 69. 
U.S. Imports from Senegal (cif) (CY) 8. 
U.S. Share of Senegal’s Exports (%)(CY) 1. 
U.S. Share of Senegal’s Imports (%)(CY) 6. 
1. 
0. 
1. 


Economic Assistance 


U.S. Bilateral Aid 3 
a 
Military Assistance 


2 
2 
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Principal U.S. Exports to Senegal: Rice, Oil, Industrial Chemicals, 


; Used Clothing, Tobacco, Tallow 
Principal U.S. Imports from Senegal: Seafood, Artifacts, Commodities 


Fiscal Year ending 6/30. NA = Not Available; (e) = Estimate; (p) = 

Projection; (CY) = Calendar Year; (FY) = Fiscal Year. 

Sources: Government of Senegal Ministry of Finance, IMF, World Bank, 
USAID/Senegal, U.S. Department of Commerce. 





SUMMARY 


Senegal has recently begun its second decade of financial and 
structural adjustment efforts. Over the years, a number of 
economic reforms have been put in place, and the improved 
macroeconomic statistics reflect the impact of these changes. 
Nevertheless, a closer examination of the economy reveals 
uneven progress and an economy dependent upon the ongoing 
financial assistance of the donor community. The long hoped 
for increase in private economic activity in the formal sector 
has not yet materialized. Government efforts to reduce its 
role in the economy, improve public sector management, and 
enhance incentives for private sector investment have not 
resulted in significantly higher economic growth and 
development. Economic output is still highly correlated to the 
amount and distribution of rainfall. High factor costs and an 
overvalued currency continue to impede economic growth. In the 
period from FY88 to FY90, real GDP growth averaged only 2.5 
percent and is projected to grow by only 1.5 percent in FY91. 


Senegal's GDP in FY90 is estimated to have been just over $5 
billion. 1/ 


Growth in export earnings continues to outpace the growth in 
the import bill. Fish, phosphates and peanuts remain the 
dominant export products, averaging about 60 percent of total 
merchandise export earnings between FY88 and FY91. Food 
imports continue to account for nearly a third of the total 
import bill. Trade with France accounts for roughly 30 percent 
of total trade, while the United States supplies about 6 
percent of Senegal's imports. 


A combination of debt reschedulings and debt cancellations have 
ameliorated Senegal's external debt situation. Senegal 
negotiated its ninth debt rescheduling agreement with official 
creditors at the Paris Club in June. The government is 
expected to request $153 million in debt relief from the Paris 
Club. In FY90 Senegal benefited from about $29 million in debt 
cancellations, mostly from France. The government estimates 
that, over the next five fiscal years, these cancellations will 
reduce debt service payments by about $100 million per year. 


1/ Up until this year, Senegal's fiscal year ran from July 1 
through June 30. As of July 1, 1991, Senegal converted to a 
fiscal year coincident with the calendar year. Thus, FY92 will 
run from July 1, 1991, through December 31, 1992. Subsequent 
years will run from January 1 through December 31. 





-4- 
CURRENT ECONOMIC SITUATION AND TRENDS 


From 1986 to 1990, Senegal's economy grew at an average annual 
real growth rate of 3.6 percent, thanks in large measure to 
good rainfall, but also to the financial and economic reforms 
undertaken during the period. As a result of good harvests in 
the 1989/90 crop year, the government estimates real GDP growth 
in FY90 to have been 3.6 percent, a strong turnaround from the 
one-half percent decline registered the previous year, but not 
up to the 4.5 percent which had been projected. Continued 
uncertainty in the economy has led the government to project 
that real growth for FY91 will only reach about 1.5 percent. 


The export sector posted relatively good gains from FY87 
through FY89 (rising over 22 percent in FCFA terms) before 
registering a slight decline in FY90. Projections for FY91 
show export receipts growing by almost 7 percent (based upon 
expected good harvests and the possibility of expanded markets 
for phosphate exports in the Philippines and Iran) while the 
import bill is projected to grow by less than 1 percent. The 
merchandise trade deficit for FY91 is therefore projected to 
decline by almost 20 percent from the previous year. 


Except for processed fish products and phosphates, which are 
principally exported to Europe and India, respectively, the 


bulk of Senegalese industrial exports is directed towards the 
ECOWAS (Economic Community of West African States) markets 
where they are highly protected. In general, despite 
preferential tariff arrangements, exports are not competitive 
in other markets, including the European Economic Community. 


Senegal has started the third year of a three-year IMF Enhanced 
Structural Adjustment Facility (ESAF) program covering calendar 
year 1991. Under the terms of the agreement, Senegal will have 
access to $57 million in funds if it continues to meet IMF 
conditionality. In order to assure its eligibility to draw on 
these funds, the government is committed to exercise fiscal 
discipline by controlling expenditures and enhancing revenue 
collections, complete the restructuring of the banking system, 
continue efforts to increase labor market flexibility, 
privatize the parastatal sector, and improve performance in the 
agricultural sector through price liberalization and 
privatization of distribution channels. 


The World Bank continues to support Senegal's reform efforts 
via a fourth structural adjustment loan (SAL-IV) worth $86 
million. The government and the World Bank are hopeful that 
progress will be made to stimulate private sector development 
and improve public sector management while reducing the costs 
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of government operations, although past efforts to promote 
labor flexibility, eliminate administrative bottlenecks, reduce 
the civil service wage bill, and privatize parastatals have 
been only moderately successful. 


BALANCE OF PAYMENTS 


Government projections for FY91 show that the current account 
deficit is expected to diminish once again, thanks largely to 
relatively strong growth in export earnings. The current 
account deficit has narrowed from around $258 million in FY88 
to a projected $112 million in FY91. However, these figures 
may be overly optimistic. They are based upon significant 
increases in both peanut and fish exports, and recent 
indications are that these sectors may have difficulty reaching 
these projected levels of production. 


EXTERNAL DEBT 


The developments on debt over the past year have been quite 
favorable to Senegal. In February 1990, Senegal rescheduled 
$100 million in debts with its official creditors at the Paris 
Club, its eighth rescheduling. In June 1991, Senegal 
negotiated its ninth debt rescheduling agreement at the Paris 
Club. Senegal is seeking additional debt relief totaling about 
$153 million to help close the budget financing gaps for 
1990/91 and 1991/92. 


Senegal has also benefited from major debt cancellations 
announced in 1989, mostly by France and Germany. As a result, 
debt service was reduced by $29 million in FY90, and the 
government projects that over the next five years debt service 
will be reduced on average by $100 million per year. 


KEY PRODUCTIVE SECTORS 


Agriculture: Poor rainfall patterns during the 1990/91 crop 
year kept the agricultural sector from repeating its strong 
performance of the year before. Total food crop production 
declined by 12 percent as output dropped from 1.1 million 
metric tons to 962,000 metric tons. A significant decline in 
millet production (down 125,000 metric tons) accounted for over 
96 percent of the decline in food production. This fall in 
production is partially attributable to a 5 percent reduction 
in the land used to cultivate millet; however, the 11 percent 
decline in yield per hectare is strong evidence that less than 


ideal rain patterns are the principal culprit behind the 
downturn. 
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Although the peanut sector's contribution to foreign exchange 
earnings has dropped below those of fishing and phosphates, 
peanuts continue to play a dominant role in the overall economy 
as the main cash crop for many rural Senegalese farmers. In 
1985, peanut products (primarily peanut oil and peanut cake) 
accounted for almost 26 percent of Senegal's merchandise export 
earnings. By 1987 the export sales of peanut products 
decreased to about 19 percent of total merchandise export 
revenues. Provisional government figures show exports of 
peanut products earned about $139 million in 1990, roughly 17 
percent of total merchandise export earnings for that year. 


Fishing: The fishing sector remains the premier hard currency 
earner for Senegal. Provisional government estimates for 1990 
show that Senegal earned about $181 million from its exports of 
fish and fish products, about 22 percent of merchandise export 
earnings. Government estimates and projections show fish 
export earnings increasing by 16 percent between FY90 and FY91. 


Minerals: The government is projecting that earnings from 
minerals exports will total about $200 million in 1991; 
however, this estimate is probably overly optimistic as it is 
contingent upon a 16 percent increase in the world price of 
phosphates. The principal component in Senegalese mineral 
production and exports is phosphate, in the form of calcium 


phosphate rock and phosphoric acid. In 1990, exports of 
phosphate products accounted for roughly $155 million in export 


earnings, or about 19 percent of total merchandise export 
earnings. 


The potential for development in the mining sector remains 
relatively strong. Prospecting for titanium, uranium, copper 
and other minerals is ongoing. Development of the long-awaited 
iron mining project in southeastern Senegal may get under way 
if the partners can put together a bankable feasibility study. 
In 1991, two U.S. oil firms signed exploration agreements with 
the Government of Senegal in the hopes of finding exploitable 


deposits of oil off the shores of the Casamance region south of 
The Gambia. 


Tourism: The events leading up to the war in the Persian Gulf 
reduced the number of tourists visiting Senegal last year, 
although precise figures are not yet available. Senegal's 
warm, sunny climate has made it a favored vacation spot for 
many Europeans wanting to get away from their long, gray 
winters. Tourism revenues for 1989 were around $146 million 
and accounted for about 3 percent of GDP. Most tourists arrive 
in the period from December through February, when the 
Senegalese climate is at its best. 
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Industry: In 1989, the industrial sector accounted for about 
30 percent of GDP, with manufacturing alone accounting for 
about 20 percent. Food processing is by far the largest 
component in the industrial production index -- thanks mainly 
to the importance of oilseed processing. 


Senegal's industrial sector is for the most part uncompetitive 
on the world market. Most industries are highly concentrated 
with one or two dominant firms. Plant and equipment are in 
many cases obsolete. Labor market imperfections have driven up 
costs and reduced productivity. The World Bank estimates that 
the average, industry-wide capacity utilization is only 60 
percent. These factors, combined with high energy costs, tight 
credit, scarcity of investment capital, overvaluation of the 
currency, and complicated government regulations and 
procedures, all act as a drag on economic growth by 
discouraging new private investment. 


IMPLICATIONS FOR THE UNITED STATES 


While a Sub-Saharan country such as Senegal does not offer the 
kinds of business opportunities one might find in other parts 
of the world, trade and investment opportunities do exist. 


Trade: Senegal imported, on average, about $1 billion 

of goods per year over the period 1988 through 1990. In each 
of those years, the largest single component was imports of 
food, beverages, and tobacco, which, on average, accounted for 
nearly a third of merchandise imports. Other major imports 
include semifinished goods, energy and lubricants, finished 
consumer goods, and finished industrial products. France is 
both the largest supplier of goods to Senegal and its largest 
market, comprising about 30 percent of each market (in value 
terms). The United States is Senegal's third largest supplier 
with just over 6 percent of the market. 


In 1990, U.S. merchandise exports to Senegal were about $53 
million, down 23 percent from 1989 when it sold $68.7 million 
in goods to Senegal. Almost half of this decline is 
attributable to a drop in sales of sulfur from $7.7 million in 
1989 to about $1.1 million in 1990. Similarly, sales of milled 
and brown rice fell by almost $2 million between 1989 and 1990 
(from $11.5 million to $9.6 million). Other leading exports to 
Senegal in 1990 included refined oil ($5.1 million), used 
clothing ($4.2 million), tallow ($3.3 million), and 
manufactured tobacco products ($3.1 million). 





Based upon historical trends in U.S. trade with Senegal and our 
projections for prospective economic conditions, we believe the 
following areas hold the greatest potential for U.S. 

exporters: food (especially cereal crops), fishing industry 
equipment and parts, agro-industry equipment and parts, 
industrial supplies, and low-cost consumer goods. 


Investment: The government is actively encouraging foreign 
investment in order to increase the pace of economic growth, to 
fill the void left by government divestiture, and generally to 
effect economic transformation. Senegal's investment code is 
designed to provide transparency and equitable treatment of 
foreign firms -- something which is also provided under the 
bilateral investment treaty between Senegal and the United 
States, and which entered into force in 1990. The investment 
law guarantees free transfer of capital and profits, and in 
certain instances, exemption from duty on imports of capital 
equipment. The law provides additional incentives to small and 
medium-sized enterprises and to investors willing to locate 
outside of the Dakar-Cap Vert region, and streamlines the 
process of government approval of investment projects. 


The Dakar Industrial Free Zone (ZFID), a government-owned and 
-operated free trade zone, was established in 1974 to encourage 
foreign and domestic investors to set up labor-intensive, 
export-oriented industrial companies to help reduce Senegal's 
chronic trade deficit and create jobs. So far, the results 
have been disappointing. Undaunted, the government is planning 
to expand the free-zone concept to allow individual zones to be 
set up around Senegal. 


The best prospects for productive investment in Senegal, in our 
view, continue to be the mining, fishing, and agro-industrial 
sectors. 


The principal language of international business in Senegal is 
French. Firms wishing to do business in Senegal should be able 
to communicate in French. Although there is a English-speaking 
business community, it is still quite small. Language barriers 
notwithstanding, price continues to be the most important sales 
factor in penetrating the Senegalese market. 


The Embassy Commercial Section would like to encourage all U.S. 
business travelers to Senegal to contact the Embassy prior to 
arriving in Dakar so that it can be better prepared to serve 


them. The phone number is (221) 23.42.96 (FAX number is (221) 
22.29.91). 


U.S. business representatives can also contact the Commerce 
Department Desk Officer for Senegal at: Room 3317, U.S. 
Department of Commerce, Washington, D.C. 20230 

(tel: 202-377-4388). 


*x U.S. Government Printing Office : 1991 - 311-913/40020 








